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June 22, , 993

Federal Communlca~lons Commission
Washington, D.C.

Re: Report and·Ord" and n"rthtr Notice of Propoaed
Ru~making In tM Matter Of Implementation of Sictions
of the Cable Televi$ion COnium« Proteetion and
Competition Act of 1992 ethe -Report &. .Ordtr-•.

Dear Commi.lion8fS:

As you may be .WIr., tht unaf'ligntd lendinG ;nsd'tution, Irl majot Iendetl to the CIbf.
Television industrY with over .16.5 billion in commitments. Accordingly, we feel thlt it is importent
to shar. our vi.ws on the FCC's A.POtt .nd OreMr. OUf comm.nta 'f' directed toward the current
state of the fln_nciallMrketpfac, for Ctble rtitYiaion, eM .~ted com_quInces of ~e proposed
rules on Ixilting and future financings ,nd ttle corresoonding imgact on the industrY'. abllitv to invest
in the p'ant and equipment ~eu,rv to pro~d. advanced multimedj~ aervic8J to its customers.

lNh.n the calM Act Wfl passed in October 1192 .. fiNneII. community initially react.d
POsltiv.1y to whit IQDaAtd to be • ruoIudon· to •~ amount of W1CIttaintV which had
petlllttd Ilnee cable r''"''CJUlation wa. prOl)OHd .wraI ye.... ago. Mowever, die combIn.1Ion of the
staOed roI'~ of the ru.... their complexity and ...,..., incMalatatw:laa~ c:nutNt " orut tIM. of
concern among operators and lenders afib and confusion for consumers.

"--~.~R.~attt '·fOII'" .,ar.tOr&~V9 !.!! ~fm.1e th&. i'DPer' d !be BMtP't.JI·...p4... ~·,ua.

O,rfA, on their C.sh Row (defined as ••rnings befo Inwelt. ~)(••• depreci.tion and amortization).
significant uncttt.inty remlins 1$ to the ultimate (.duction in C.ah Row .nd the timing of such
,.duetion. Th••• unc"",itc ,.,uft from: (it th:e complexity of the ~I.. and the '."unee of
inconliatencie. thel""; em the Itaged roll-out of 'the f\NSi (iif) #Ie "Ck of d.fined cost of Hrvice
showing standards and " int.nded adoption of auoh .und•••ubaequent to the ute when I cabl.
~.tor mUll opt for lith., application of the FCC benctllNrt methodology or • COlt of Hl'Vice
showing: (tv) ctw. outCome of 'etfanamlacion coneencnet~ ."d the tn.bilitv of cable 'v.tom
ope,.tof. to pas.llong any lnoellt.d p'Vmtnt. pelOt to October 6. 1984; (vI the FCC's continued
concider.tion of .kOIuding avGtcmt; with Ie•• than 30" penowdon ft~ the definition of competjuve
Iylt.ml Whlch may rttutt 4n • further 17% reduction in the benchmark rites Ind, lCCOfdingfy. bale
program rate., (vI) the FCC', riGht to ex.min. ,.. wttioh, afw ..... itIkW roIl-lHck. ~e .1iU *w the
benchmark and order fumtr reductions thereof; anct. (~J potendII delaya in impIemefMing 1M Rtpon
end Order due to the IoOIatica of conducting COle of ....viCe ehowinee .ed poleflaiMl "",•• d,IIII""Utlli.
Thia uncertaintY 1$ 'UtIMr Mteetblted by: en a b«Ichmeftc rate .ttueture which appetr. to dillncent
lhe operacor, from UWadinU th"kc:."a. "ne (the ""'e- permtnec:l rate per eNnne( CSec''"'' a.
eh.nne' capacitv incr...... lind, therefo,. cU.COUtlQtl tftt ~ionof new .,,-vic.. which m.y
gener.tf! revenwI 10 off"llow., bMeic rIlVtlf1U"a; ell' e~ rew .tr\.lCture Nt~.ee' tn.
substitution of I... _..-naive programming fOt .xilling progrlmmlnG Cbecau.. tI'\t benchmarks do not
directlv '.ctO( in the coWL 1)1 programlning•• whlctl ruy rwduc. the ov.......ttr'acttven••• to the
consumer of belie cable programming; 'nd. (iii) the must carrvlretran8mlulon consent rules which may
' ••ull In lh,,· eJ(I...tU2:i;Ufl uf c"naln existIng broadent or cable programs and further Impact the
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conSUllltlr'S perception ot the value ot basic cable programming.

In the CommIssion meeting on April 1. 1993, Commissioner Barren &sked the FCC staff if these
regul.tions would have any effect on the industry's abilitv to access new financing. The staff
~uw..ted It WOUl(S not. We rtlP4lctfully disagree. Since Caah Flow il the primary determinant of •
cable .Yltem'. debt capacity, until all conslqUtf\Ct8 of the Report;and Order are det.rmined (includInG
mt re.ults ot coat of serv~ 'PPMIs), n.w bank financing wi. be inacceI.itQ to most cabI. operators.
It il .stlmated thlt it may uke a numlMr of qull'ttrl for 1M InduIUv to fully ISHSI the impact of thfl

Report and Order and provide the financial community with meaningful for.casts. It is unlikely that we
wilf lend n.w funds to the indu$tr'V unlil tht 'fnC)act of the RtDOrt and Ord4tr ill 41l1~"tjf..d and the
operators are able to provide supportable fortc8$u.

The Cuh Flow r.ductions relultlng from the Repol1 and Order threaten to plae. many cable
Ivstem oQ.tratarl in default of blnk and insurance c:ompany loan l'OrMlMt\ts since mOlt of th...
agreement; conta'n financial cownants ba.1CI on Cash Flow. These ftnanc-. coWt\anta were blMd
on Ca.h Raw forecuts pr.o.red orior to the pub'icadon af thtt R.port and· Ord4r. These f~atG
.howed re.lonable growth in re'tenu.1 and Cash Row from a combination of modest ratt incr......
lublCribtr growth and IVltMl .xoanaiOn. This fCdt'.aa1M apetMing perlonnanc- ",.., "' meny 00808
no Iong« be anainablt given the Cash~w reduetionlaUtftCllnt to me FCC benchmark rnetttodoIogy
and the disincentives thertln to Iystlm furl\Anslon. Manv optf'atOfl will n.-d to seek omondmenta of
their financial covenants. Other. may have to divert fu.ndt from capiul expenditures, raise additional
.aultv or amend their debt "mnrti,...tion .ctMdu'•• to mMt .JCistiftO d.bt ropav",.nf obIie.tion". Whit.
the strongest cabl. operatora will have financing oPtions, the smaller -,It cable- oper~ors wll find an
forma of capital .lulllv....

AI." ",suit of tha•• pot.ntiai coveNnt cIIfaulta benQ 8nd inaur.nce ~mpanl.a. UadiliuuMUV
the primary source of debt ~. to the CableT~ 1ndu1VY, may likely fac. Mightened
reoutatarv .scrutinv of ttl.. .etlWtIM ,.ted to CebIe Tete"llion. Depending on the IMlIflitudlt of N
impact of the.. chang.1 on their Cable Teltvillon loan portfOliOs and the magnitude of the
correepandlng ,.gul.tory pttlllUfH to ro..rve capI" .....t the portfolios, tMnk$ and InSurinet
com~ifamay find thtlr gener"abllity to extend credit to mi. industry somewhat diminiahtd.

1't.aa. rulamatdngs occur at a time wheil t.chnolovr\;. ~pment 'tanda rElady to aVlil the
cab'. cuctomet' of numerou. Mw producUt MlteJ ••""CM which Will lead to tnt ,nteractive
communic.tiona highway. However. withOut the ability to ace'ls new capital. many operata,.. will
h~vc to def.r Investment in pl.nt IOlPruvvm4lnti until they are able to demonstrate to fin~ialmarkets
that their C"h FlOw is cap,b'e of supporting .ddition.f debt. This concern ia particularfy acut. for the
amahr c.bIe 09«_or. who eJu nOl hIIve ace... 10 the public capltll marketl and rely primarily upon
bank and "'sur.nce company fln.ncings.

Even if this scarcity of clP!tat il resolved over time, the FCC'. benchmarks do not ,.m to
f.vor mu,,, technologtaally IdYInCed IYStIm.. In 1he put, ChlIbiUty to fteover such inv.atmenta led
to the signifiCant Improwmem in eM QUality Ind divenfty of ctbIt programming luch as CNN, C-ScJan.
8lRk Entenalnment Televlltcn Ind Nickelodeon. Ho~, the propoaed reg~alion rnakellt difficult
to recover coltS of higher chlnnel capactty Ind '0 jUItify .,..".....,t in .yatem upgrades. W. befitv.
lhit mit dilemma it attnINJUbIe to the metttodolooy tor Mctino the announced benct1m1tk levels. In
lituationl wher. competition,.X. betwfttn a cabIa lllevilion oper.tO' and • lecond provider of vid.o
programming, tn. competition ia generally in Its etny ttagR of ~.pment and I .Iug.ineblt
Competitive rate level may not yet be etUblilhed. 'n~e~ with competitive mwIcett, both
provider. ar, competing for matte.et aha,. and .... not OI*ItIng at au.tainable rate levels. The clblt
operator ia able to oHset the lower rlt.. in the compttitiw rtltem with Calh Row from other $VStlma:
Ott the other ~nd the slCond provider '5 gener.Hv 8Qlftv financed and II initiaftv charged with gaining
rmrket aha,.. rather then Otn«ating sufficient Cash Flow to ju.tify it. c,pltal in",estment. As a ra.ult.
the tlte levell in most of the competitive situations are not likely to b6 sustainable over the long term.
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This is demonstrated by the fact tnat in .&veral mal1(etl wnsre competition had existed, one of the two
providers either bec~me insolvent or voluntarily withdrew from the market.

We orge that the potential consequences outlined abo"" be given serious consideration when
evalu.tlng the proposed ruJes. Specifically, we ask that you promptly reconsider, r.fine and chJrify the
basis of the rate benchm.rks .nd the means by whictt operatOf'I can pr.aervt their financial viability
t"rough cOlt-of-.trvice showings. Failure to take this prompt aetton. we strOngly believe, will have
a negative effect on the banking industry' I ability to finanoe the continued arowth of the cable
television industry. Thi. In tum will be Injuriou. to the consumer's quatlty of ..""Ice and programming
content; the competitive environment for devefoom.nt of highly sODhi.dcated. broadband np.tworlts
which will provide for multi-faceted interactive ••rvice tncJuding vole., dall and video componenu;
overa••mplovment .nd the emaile, entr'Q(eneuriaf ooer.tor', abilitY to survive.

w. look forw...d to pursuing these issues in oreater detail bv particip~ting in th. lls:<coming
comment period re'lted to the cOIt-of·service ",.It, chowing.

Sincer.ly,

Bank of Boston
Bank of HaW1lii
The Sank of New York
The Raftk of Nova Scotia
Caned"" Imperia' e."k of Commerce
Citlb8nk
CoreS",., 8Ink
Firlt Nationof 8enk of Chh;4g0

First Union Nationa' Bank
F"'t Netion.1 Bet-k
MtIIon &.nk
Motven Oue,,"ty Trust of New Yo..k
N8donI8ank
PNC ....
Rov" Bank of Canada
Socfet. O...ra'

-- T~nto DomInion
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Exhibit 2

FORM 10-Q

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

(Mark One)
,o"r X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended ~J~u~n~e~3~0~,~1~9~9~3~ _

OR

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(4) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the transition period f"rom to

Commission file number 1-9046

Cab1eyision Systems Corporation
(Exact name of registrant as specified in its charter)

Delaware
(State or other jurisdiction of
incorporation or organization)

11-2776686 .
(I.R.S. Employer

Identification No.)

One Media Crossways. WOQdbu[Y.. lew York 11797
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area code (516) 364-8450

Indicate by check mark whether the registrant (1) has filed all
reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or
for such shorter period that the registrant was required to file
such reports), and (2) has been subject to such filing requirements
for the past 90 days. Yes X No __

Number of shares of common stock outstanding as of August I, 1993:
Class A Common Stock - 10,403,608
Class B Common Stock - 12,419,032



CABLEVISION SYSTEMS CORPORATION

MinQritv interest in 1993 represents U.S. Cable's share of losses in
VC Holding, limited tQ its $3.0 million investment. At December 31,
1992, as part of a restructuring and reorganization invQlving the
Company's unrestricted subsidiary V Cable, u.s. Cable acquired a 19\
interest in VC Holding (a subsidiary of V Cable formed to hold
substantially all Qf V Cable's assets) for $3.0 million.

Liquidity and Capital Resources

For financing purposes, the Company is structured as the Restricted
Group, consisting of Cab1evisiQn Systems Corporation and certain of
its subsidiaries and an unrestricted group of certain subsidiaries
which includes V Cable (ipcluding VC Holding), CRYC, Rainbow
Programming, CV Radio Associates (-MKRR-) and Rainbow Advertising
Sales Corporation (-Rainbow Advertising-). The Restricted Group,
V Cable and CNYC are individually ~nd' separately financed. Equity
funding for CNYC will, however, be provided by the Restricted
Group. Rainbow Programming does not have external financing and its
cash requirements have been financed to date by the Restricted
Group, although one of the programming businesses in which Rainbow
Programming invests has separate financing. WKNR and Rainbow
Advertising do not have external financing and have been financed to
date by the Restricted Group.

Based on the Company's preliminary a••essment of the FCC rate
regulations discussed above, the Company expects that significant
rate reductions will be required in a number of its cable television
systems. The Company estimates that the implementation of its
revised rate structure, which will include, in certain systems,
adjustments to charges for basic and expanded basic service,
equipment and additional outlets as required under the rate
regulations, together with adjustments to charges for unregulated
services, would, if applied to the Company's results of operations
for the three month period ended June 30, 1993, have resulted in a
reduction of revenue and operating cash flow for such period of
approximately 5\ and 10\, respectively. The Company is not able to
predict the extent of the effect the rate regulations will have on
its results of operations for future periods.

In connection with the implementation of its revised rate structure,
the Company intends to introduce a number of measures, including the
provision of alternate serv.ice offerings and repackaging of certain
services, in order to mitigate the negative impact described above
resulting from the revised rate structure. The Company is not able
to predict the extent of the effect such measures will have in
mitigating such impact. Additionally, because the FCC has not yet
issued rules establishing the specific methodologies to be used to
arrive at the acceptable cost of service rate structures, the
Company cannot predict whether it will utilize a cost of service
methodology to determine rates.

(20)
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CABLEVISION SYSTEMS CORPORATION

The following table presents selected historical results of
operations and other financial information related to the captioned
groups or entities for the siz months ended June 30, 1993. (Rainbow
Programming, Rainbow Advertising and WKNR are included in ·Other
Unrestricted Subsidiaries·, below.)

(1) Includes manaa-ent fees froa c.YC of $1,606, paYllent of which is restricted
under the CBYC Credit qreement.

(2) Obligation of RYC LP Corp., a wholly-owned Unrestricted Group subsidiary,
relating to the CRYC Acquisition, which obligation has been guaranteed by the
Company.

(21)
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CABLEVISION SYSTEMS CORPORATION.

At June 3D, 1993, the Company's consolidated debt was
$2,151.6 million (excluding the Company's deficit investment in A-R
Cable of $276.8 million), of which $815.6 million represented
V Cable's debt and $150.9 million represented CNYC's debt including
the $66.2 million obligation to a related party.

Restricted Group

In April 1993, the Company issued '150,000 of its 9-7/8\ senior
subordinated debentures due 2023. Approximately $105.0 million of
the net proceeds of $145.9 million was used to repay borrowings
under the Credit Agreement (defined below). As a result of such
issuance the maximum amoqnt available under the Credit Agreement was
reduced by $75.0 million.

The Company is party to a credit f~cility with a group of banks led
by Toronto-Dominion (Texas) as agent, (the WCredit Agreement-). The
maximum amount available to the Restricted Group under the Credit
Agreement is $715.0 million with a final maturity at December 31,
2000. The facility consists of a '300.0 million term loan, which
begins amortizing on a scheduled quarterly basis beginning December
31, 1993 with 48\ being amortized by December 31, 1997 aDd a '415.0
million revolving loan with scheduled facility reductions starting
on December 31, 1993 resulting in a ••\ reduction by December 31,
1997. On August 6, 1993, the Restricted Group had outstanding bank
borrowings of $300.0 million. An additional $21.8 million was
reserved under the Credit Agreement for letters of credit issued on
behalf of the Company. The Company had terminated its commercial
paper program effective March 31, 1993.

Unrestricted and undrawn funds available to the Restricted Group
under the Credit Agreement amounted to approximately $393.2 million
at August 6, 1993. The Credit Agreement contains certain financial
covenants that may limit the Restricted Group's ability to utilize
all of the undrawn funds available thereunder, including covenants
requiring the Restricted Group to maintain certain financial ratios
and restricting the permitted uses of borrowed funds.

The amount outstanding under a separate '60.0 million credit
agreement for the Company's New Jersey SUbsidiary (WCNJW), which is
part of the Restricted Group, was '59.5 million as of August 6,
1993. The Company and CNJ .are jointly and severally liable for this '
debt. On March 31, 1993, the CRJ revolving facility converted to an
amortizing term loan. The CNJ facility began amortizing on a
scheduled quarterly basis on June 30, 1993 with 47% being amortized
by December 31, 1997.

As of June 30, 1993 the Company had entered into interest exchange
(swap) agreements with several of its banks on a notional amount of
$300.0 million, on which its pays a fixed rate of interest and
receives a variable rate of interest for periods ranging from one to
four years. The average effective annual interest rate on all bank
debt outstanding at June 30, 1993 was approximately 9.9%.

(22)
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CABLEVISION SYSTEMS CORPORATION

The cable systems located in New York State that are owned by the
Restricted Group and VC Holding are subject to agreements (the "New
York Upgrade Agreements·) with the New York State Commission on
Cable Television (the "New York Cable Commission"). The New York
Upgrade Agreement applicable to the Restricted Group requires the
substantial upgrade of its systems,~ultimate1yto a 77 channel
capacity by 1995-1996, subject to certain minor exceptions. As part
of this planned upgrade of the Restricted Group's New York systems,
the Company expects to use fiber optic cable extensively in its
trunk and distribution networks. As of December 31, 1992 the
Company has complied with the first phase of the New York Upgrade
Agreement, as amended under which it expanded all the New York Cable
systems to a 52 channelqapacity. The Company believes that the
balance of the upgrade to 77 channels will cost up to an additional
$78.8 million which would be spent during the period 1993 to 1996.
Over the next few years, the Company anticipates further upgrading
certain of its New York systems beyond the level required by the New
York Upgrade Agreements along with upgrading certain other of its
Restri~ed Group systems. The Company anticipates that the capital
costs of these additional upgrades may be substantial.

In July 1992, the Company acquired substantially all of the
remaining interests in CNYC. CRYC is separately financed by a $185
million bank credit agreement. Under an agreement with the City of
New York, the Company undertook to make aggregate equity
contributions in CNYC of $71.0 million or such lesser amount as the
CNYC banks deem necessary. Recourse by the City of New York with
respect to such obligation is limited to remedies available under
the CNYC franchises. As of July 1993, the Restricted Group had
advanced $48.3 million of equity to CNYC and had the ability to
invest the balance of the $71.0 million in CNYC. Under the CNYC
purchase agreement, the Restricted Group has guaranteed an annual
payment to Charles F. Dolan, the chairman and chief executive
officer of the Company of $5.6 million (the "Annual Payment" as
defined) and a $40.0 million minimum payment (the "Minimum Payment",
as defined). The Minimum Payment can be made in either cash or
stock at the Company's option. Under its Credit Agreement, the
Company is currently prohibited from paying in cash the Minimum
Payment and any amounts in respect of the Preferred Payment, as
defined in the CNYC purchase agreement, that may be due Mr. Dolan.

In July 1993, the Company entered into an agreement to purchase the
assets of North Coast Cable for a cash payment of approximately
$86.7 million and a $9.0 million promissory note secured by a letter
of credit (see Note 5 of Notes to Consolidated Financial
Statements). The Company anticipates that the net cash purchase
price will be provided by cash on hand and borrowings under the
Restricted Group's Credit Agreement. Consummation of the
transaction is subject to a number of conditions, including the
receipt of necessary regulatory approvals. There can be no
assurance that this transaction will be successfully consummated.
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The Company believes that, for the Restricted Group, internally
generated funds together with funds available under its existing
Credit Agreement will be sufficient for at least the next several
years, (i) to meet its debt service requirements including its
amortization requirements under the Credit Agreement, (ii) to fund
its normal capital expenditures, as~ell as its required capital
expenditures under the New York Upgrade Agreement, and (iii) to fund
its anticipated investments, including its contemplated acquisition
of North Coast Cable, the $5.6 million annual paYments to Charles
Dolan in connection with the CRYC Acquisition and the equity
requirements in connection with the build out of the CNYC cable
systems. The Company anticipates that, as a result of the
implementation of the FCC, rate regulation described above, it will
be unable to comply with certain of the financial covenants
contained in the Credit Agreement during fiscal year 1994. Based
upon discussions the Company has had with the agent for the lenders
under its Credit Agreement, the ComPany believes it will be able to
amend such financial covenants and remain in full compliance,
although there can be no assurance that it will be able to do so.

Further acquisitions and other investments by the Company, if any,
will be funded by undrawn borrowing capacity and by possible
increases in the amount available under the Credit Agreement,
additional borrowings from other sources, and/or possible future
sales of debt, equity or equity related securities.

The senior secured indebtedness incurred by A-R Cable and V Cable is
guaranteed by the Restricted Group, but recourse against the
Restricted Group is limited solely to the common stock of A-R Cable
and of V Cable pledged to A-R Cable's and V Cable's senior secured
lenders, respectively.

Under the terms of its Credit Agreement, the Company is permitted to
invest up to $11.0 million in A-R Cable and V Cable in the
aggregate. Under the terms of the agreement relating to Warburg
Pincus' investment in A-R Cable, the Company pledged the stock of
the subsidiary which owns all of the A-R Cable common stock and the
A-R Cable Series B Preferred Stock as collateral for the Company's
indemnification obligations under such agreement.

The terms of the instruments governing A-R Cable's and V Cable's
indebtedness prohibit transfer of funds (except for certain payments
related to corporate overhead allocations by A-R Cable and V Cable
and pursuant to an income tax allocation agreement with respect to
V Cable) from A-R Cable and V Cable to the Restricted Group and are
expected to prohibit such transfer of funds for the foreseeable
future. Payments to the Restricted Group in respect of its
investments in and advances to Cablevision of Chicago and
Cablevision of Boston are also presently prohibited by the terms of
those companies' applicable debt instruments and are expected to be
prohibited for the foreseeable future. The Restricted Group does
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not expect that such limitations on transfer of funds or payments
will have an adverse effect on the ability of the Company to meet
its obligations.

V Cable

The new long-term credit facilities extended by General Electric
Capital Corporation (-GECC-) to V Cable and VC Holding in conneqtion
with the V Cable Reorganization refinanced all of V Cable's
pre-existing debt on December 31, 1992. Under th~ credit agreement
between V Cable and GECC (the -V Cable Credit Agreement-), GECC has
provided a term loan (the -V Cable T.~ Loan-) in the amount of
$21.1 million, as of Jun~ 30, 1993, which loan accretes interest at
a rate of 10.62\ compounded semi-annually until December 31, 1997
(the reset date) and is payable in full on December 31, 2001. In
addition, GECC has extended to VC H~lding a $505.0 million, as of
June 30, 1993, te~ loan (the -Seri•• A Term Loan-), a $25 million
revolving line of credit (the -Revolving Line-) and a $210.2
million, as of June 30, 1993, te~loan (the -Series B Term Loan-)
all three of which comprise the VC Holding Credit Agreement. The
Series A Term Loan and any amount. drawn under the Revolving Line
pay current cash interest and mature on December 31, 2001. The
Series B Term Loan does not pay cash interest but rather accretes
interest at a rate of 10.62\ compounded semi-annually until
December 31, 1997 (the reset date) and is payable in full on
December 31, 2001. On August 6, 1993 VC Holding had no outstanding
borrowings under the Revolving Line but did have letters of credit
issued approximating $2.5 million. Accordingly, unrestricted and
undrawn funds under the VC Holding Revolving Line amounted to
approximately· $22.5 million on August 6, 1993.

The VC Holding Credit Agreement also provides for the assumption by
VC Holding of certain loans of U.S. Cable, the present value of
which amounted to $74.2 million at June 30, 1993.

The outstanding principal amount of the V Cable Term Loan is payable
in full, with accreted interest, at maturity on December 31, 2001.
VC Holding is obligated to make principal paYments on a portion of
the Series A Term Loan beginning on June 30, 1997 totalling $18
million, $20 million, $30 million, $40 million and $56 million for
the years ending December 31, 1997, 1998, 1999, 2000 and 2001,
respectively. The remaining balance of the Series A Term Loan, as
well as any amounts borrowed under the VC Holding Revolving Line, is
due December 31, 2001. In addition, VC Holding and V Cable are
required to apply all consolidated available cash flow (as defined),
as well as the net proceeds of any disposition of assets, to the
reduction of the VC Holding Term Loans and the V Cable Term Loan.

The New York Upgrade Agreement applicable to V Cable requires the
substantial upgrade of its systems in New York State, Ultimately to
a 77 channel capacity in 1995. In 1992 V Cable completed the first
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Exhibit 3

8nmmary of key financial covenants of existing d.bt

Credit agreement with Toronto Dominion. as Agent

section 9.25

operating Cash Flow to total interest

Period
1992
1993
1994
1995
1996

Quarterly
operatinq
equal to
quarter.

Ratio (must be at least)
1. 30 to 1
1. 35 to 1
1. 40 to 1
1.50 to 1
1.75 and 2.00 to 1

Qperating Calh FlOW
cash flow must never be less than an amount
85% of Operatinq Cash Flow for the prior

Operating cash Flow to Total Debt Expense

Period
1992
1993
1994

Ratio <must be at least)
1.30 to 1
1.35 to 1 and 1.20 to 1 and 1.15 to 1
1.20 to 1

Cash Flow RAtio <must not exceed)

Period Ratio <must be at leAst)
1992 6.50 to 1
1993 6.50 to 1 and 6.25 to 1
1994 5.90 to 1 and 5.50 to 1
1995 5.25 to 1 and 5.00 to 1
after 4.50 to 1

Reyolving credit and term loan agr._nt between Adams-Russell
Acgyisition Co •. Inc. and General Electric Capital Corporation

section 6.3

Leverage Ratio (must be below)

Period Ratio
1992 8.3 to 1 and 8.2 to 1 and 8.0 to 1
1993 8.0 to 1 and 7.7 to 1
1994 7.7 to 1 and 7.2 to 1
1995 7.2 to 1 and 6.6 to 1
1996 6.6 to 1 and 6.0 to 1
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Interest Period and in an amount comparable to the
principal amount of the CD Loans made by the
respective Reference Banks to which such Interest
Period relates, such rates to be notified by the
Reference Banks to the Agent.

If any Reference Bank is not participating in any Fixed
Rate Loans (pursuant to Section 5.04 hereof or for any
other reason), the Fixed. sas. Rate for such Loans for the
Interest Period shall be determined by reference to the
amount of the Loazi which such Reference Bank would have
made had it been participating in such Loans.

-Fixed Bate- sball mean, for any Fixed Rate Loans
for any Interest Period therefor, a rate per annum (rounded
upwards, if necessary, to the nearest 1/100 of 1t)
determined by the Agent to be equal to the Sum of (a) the
Fixed sase Rate for such LoaDs for the Interest Period for
such Loans divided bY 1 miPUI the R.serve Requirement for
such Loans for such Interest Period~ Cb) if such Loans
are CD Loans, the Assessment Rate for such Interest Period.

- Fixed Rate Loans· shall mean CD Loans and
Eurodollar Loans.

-lrpMiU· shall II8&D • franchise, liceuae or
other authorization or right to CCJII8truct, own, operate,
promote and/or otherwise exploit any cable television
system granted by the Pederal OJ JDicatiou connission (or
any successor agency of the l'ederal govermDeJ1t) or any
state, county, city, town, vi1.lage or other local
governmental authority.

-!rUShi " Holdip,g ,,-pt••• shall mean the
Persons set forth on Sc;he4ul. I.QICii) hereto and each
other corporation which holda a Pr.aDchise as nominee of the
Caapany or a Restricted Subsidiary.

.""ins COlts· for uy Bank sball mean, with
respect to any Loan, an UIOW1t equal to the excess, if any,
of (i) the amount of interest wbich would bave accrued on
the principal .-:NIlt paid, prepaid or converted or DOt
borrowed for the period fraa the date of wch payment,
prepayment or conversion or failure to borrow to the last·
day of the Interest Period for ftch LoaD (or, in the cue
of a failure to borrow, the IIltaretlt Period for such Loan
which would have caamenced on the date of wch failure to
borrow) had such principal amount borne interest at the
Funding Rate over (ii) in the case of a CD Loan, the
interest component (as reasonably determined by such Bank)

#501 A0023707



,-

at which such Bank would have bid in the United States
certificate of deposit market for Dollar deposits of
leading banks in amounts comparable to such principal
amount and with maturities as comparable as possible to
such period (as reasonably determined by such Bank) and, in
the case of a Eurodollar LoaD, the interest component of
the amount sUch Bank would have bid in the London interbank
market for Dollar deposits of leading banks in amounts
comparable ·to. such principal amount and with maturities
comparable to such period (as reasonably determined by s~ch
Bank) • -.

-PuDd1ng Rate- shall mean, for each Bank, in the
case of Fixed Rate Loans, the Fixed Rate applicable to such
Loan.

-Guarantee- shall have the meaning giYen to such
term in SectiOl1 9.12 hereof.

-Guarantors- shall mean the Persons set forth on
Schedule 1.01(111) hereto and each New Restricted
Subsidiary.

- IPdtlbtedngl - sball mean, as to aDy Pertlon,
capital Leaae Obligationa of ncb Penon and other
iDdebtedD..s of ncb PerIIOG for borrowed 1IIODey' (whether by
loan or the iSllWlDce aDd sale of debt .ecuritie.) or for
the deferred purc:ba8e or acqui.ition price of property or
services (and including, without limitation, obligatioas of
such Penon for property t..-.. and judgments aDd other
awards giving rise to Pemittecl Liens described. in clauses
(ii) and (iii) .of the definition" of -Penaittecl Lieu- in
this Section 1.01) other tban accounts payable (other than
tor borrowed money) in~ iD the ordiDary COur8e of
business of such Person; without limiting the generality of
the foregoing, such tezm U&ll iDclueJe (a) wen applied to
the CCIIIp&Dy, the Warrant IIote and all obligations of the
Company UDder Interest Swap Aereements and (b) when applied
to the CClllPlDY or any other Person, all Indebtedness of
others Guaranteed by such Person.

-Ict.nlt brigd- sball mean:

(a) With respect to any Burodollar LoaDS, the
period ccamencing on the date such LoaD. are -.de and
eliding on the ... day in the first, .ecODeS, third,
sixth or, subject to availability frcai each BaDk,
twelfth calendar month thereafter, as the Company may
select as provided in Section 2.02 hereof;
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-Majority Banks" shall mean at any time, Banks
having Commitments aggregating at least 60t of the amount
of the Total Commitment; provided that such percentage
shall be 51t for purposes of such term as used in Section
5.02 hereof, and provided further that such percentage
shall be 7St for purposes of such term as used in Section
9.11(iii} hereof.

-Margin' Stock-shall mean -margin stock-as
defined in Regulations G and U of the Board of Governors of
the Federal Reserve System.

-Materially Myerse Iffect- shall mean, a
materially adverse effect upon (i) the business, assets,
financial cODditi0D8 or results of operations of the
Company and the Restricted Subsidiaries taken as a whole on
a consolidated basis. in accordance with generally accepted
accoUDting principles, or (ii) the ability of the Company
and the Restricted Subsidiaries taken as a whole to perform
their ObligatioDs hereunder.

wHu1ti'!ll>lQyer Plan- shall mean a Plan tbat is a
multiemployer plan as defined in Section 4001 (a) (3) of
ERISA.

Wllllt raM PrpeM4aWaIIall~ proceecSa received
by the Company or any of the R••tricted Subelidiari.s in
cash from the sale or other di8pQlition of property of the
Company or any of the Restricted Subsidiaries or fran the
issuance or sale of Indebtedness or cca.on stock of the
Caapany or any of the Restricted Subsidiaries, in each case
after deduction of the costs of, aDd any income, franchise,
transfer or other tax liability arising frOID, such sale,
disposition or isauance. If any .-:Nnt payable to the
Company or aDy such Restricted Subsidiary in respect of any
such sale, dispoeition or is.uaDce shall be or beccme
evidenced by any promissory Dote or other negotiable or
non-negotiable iutrument, such DOte or instrument shall,
within ten days of the receipt tMreof by the Caupany or
such Restricted SUbsidiary, be delivered aDd duly endorsed
in a manner Rtisfactory to, aDd held pending p&yMDt
thereon by, th., Agent. The casb. proceeds' received on any
such note or instrument shall constitute .et cash Proceeds.

-Bey ...tricte4 81zbtidiaxy· shall mean any New
Subsidiary Dot designated as an onre.tricted Subsidiary.

w... Sgb.idiary- sball mean any Person which
becomes a Subsidiary of the Company after the Bffective
Date.
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-New Unrestricted SUbsidiary- shall mean any New
Subsidiary designated as an Unrestricted Subsidiary.

·Notes· shall mean the promissory notes provided
for 'by Section 2.06 hereof.

-NYC Preferred Returnw shall mean the amounts
payable to Dolan (or his succes.or) pursuant to the
partnership.a~reementof cablevision NYC HLP.

'.

-Obligations w shall mean, collectively, the
obligations of the Company hereunder in respect of the
principal of and interest on the Loans and of Bank Letters
of Credit, the Reimbursement Obligations, and all
Obligations in respect of fees and other amounts payable by
the Company hereunder.

wQperating ca.h ngww .ball mean, for any period,
the following for the Caapany and the Restricted
Subsidiaries for such Period, deteJ:mined on a consolidated
basis in accordance with generally accepted accounting
principles (except for the amortization of deferred
installation income which .ball be excluded from the
calculation of Operating C&ah Plow for all purposes of this
Agreement) : (i) aggregate operating revenues minus (ii)
aggregate operating expeu.. (including techD1ca1,
prograJlllling, sales, selling, geraeral administrative
expenses and salaries aDd other caapeneation, in each C&8e
net of amounts allocated to Affiliates, paid to any general
partner, director, officer or ~loyee of the Ccxapany or
any Restricted Subsidiary, but excluding interest,
depreciation and amortization and non-cash cCllPtJ18&tioD in
respect of the COII;)aDy'. ellPloyee incentive stock programs
(not to exceed in the aggregate for any calendar year 4t of
the Operating cash Plow for the previous caleDdar year)
and, to the extent otherwi.. included in operating
expens.s, any loss.s reaultiDg frail • writeoff or vritedown
of Investments by the Cc.puay or any Restricted SUbsidiary
in Affiliates). Par puxpoees of detexmiDing Operating cash
Plow, there shall be excluded (i) all manag-.nt fees paid
to the Company or any _tricted Sub8idiary during such
period by any unrestricted. SUblidiary other tbaD any such
fees paid in cuh to the extent not in excess of 3t of
Operating cash Plow as dete,..ined without including any
such fees and (ii) CNJ Operating CUh Plow for such period.

Wparticipation Mnmegt Wsball bave the meaning
given to such term in Section 12.06(c) hereof.
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1.75 to 1

1.35 to 1

2.00 to 1

1.30 to 1

1.40 to 1

1.50 to 1

Section 9.25 Operating Cash Flow

(a) Qperating Cash Flow to Total Interelt
BlPense. The Company and the Restricted Subsidiaries will
cause, for each Quarter, the ratio of Operating cash Flow
for the period of two Quarters ending with such Quarter to
Total Interest Expense for such period to be at least the
following respeetive amounts at any time during the
following respective periods:

Period Ratio

from and including the Bffective
Date to and including the
Quarter ended September 30,
1992

from and including' the Quarter
ended December 31, 1992 to and
including the Quarter ended
September 30, 1993

from and including the Quarter
ended December 31, 1993 to and
including the Quarter ended
March 31, 1994

fran and including the Quarter
ended June 30, 1994 to and
including the Quarter ended

" September 30, 1995

fran and including the Quarter
ended December 31, 1995 to and
including the Quarter ended
March 31, 1996

on and after the Quarter ended
June 30, 1996

D. Financial Covenants:

(b) Oprt;erly emeratiDQ "a'b rloy. (i) The
CaIIpany and the Re.tricted Subsidiari.. rill not permit
Operating caah now for the .ecODd, third or fourth
Quarters of _ch fiscal year (c.: Incing with the Quarter
8D4ed June 30, 1990) to be le•• tbaD aD UKNnt equal to 8St
~:_~rating C&ah Plow for the 1ww.1iately preceding
v-4-~er and (ii) the Canpany aDd the ".tricted
SubSidiaries will not permit Operating caah Plow for the
~~:!: Quarter of each fiscal year cClll'el1cing with the
v~-~er ended March 31, 1990 to be less than 85t of
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Operating Cash Flow for the first Quarter of the preceding
fiscal year.

(c) Operating Ca,h Flow to Total Debt ExPense.
The Company and the Restricted Subsidiaries will cause, for
each Quarter, the ratio of Operating cash Plow for the
period of .'two Quarters ending with such Quarter to Total
Debt Expense for such period to be at least the following
respective amounts at any time during the following
respective periods:

'1

Period

from and including the Bffective
Date to and including the
Quarter ended Septeber 30,
1992

from and including the Quarter
ended December 31, 1992 to and
including the Quarter ended
March 31, 1993

for the Quarter ended June 30,
1993

from and including the Quarter
ended September 30, 1993 to
and including the Quarter
ended December 31, 1993

on and 'after the Quarter ended
March 31, 1994

Ratio

1.30 to 1

1.35 to 1

1.20 to 1

1.15 to 1

1.20 to 1

Section 9.26 ce,h FlAW lat1o. '1!le~ and
the Restricted Subsidiari.. will not pexmit the C&8h Plow
Ratio to exceed the following re~ctive amounts at any
time during the following respective periods:

Period
frclll and including the Bffective
Date to and including
June 30, 1993

from and including July 1,
1993 to and inclUding
December 31, 1993

#501 A0023707
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6.50 to 1

6.25 to 1
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Period Ratio

from and including January 1,
1994 to and including

r June 30, 1994 5.90 to 1

from and including July 1,
1994 to and including
December 31, ;L9~4 5.50 to 1

fram and including January 1,
1995 to and including
June 30, 1995 5.25 to 1

from and including JUly 1,
1995 to and including
December 31, 1995 5.00 to 1

on and after Januan 1, 1996 4.50 to 1

E. Additional Coyepapts:

,.,:;.
.~
.Ii.

:.~

Section 9.27 Certain Iph.idiArie.. The Company,
cablevision Area 9 Corporation aDd cablevision Fairfield
Corporation will Cause each of au, cablevi.ion PrograJllDing
of Southern Connecticut Limited Partnership, a Connecticut
limited partner.hip, cablevision of Connecticut Limited
Partnership, a Cozmecticut lillited partnership aDd
cablevision Sytlt... of Southern ca.mecticut Limited
Partnership, a Connecticut liaite4 partnership, to cauply
with each covenant hereunder applicable to it.

Section 9.28 permdttl4 IaItrictea Sub.idi.~

TranMctiQDI. In the event of any Permitted Restricted
Subsidiary Tranlaction (a) by QfJ to any other Restricted
Subsidiary, the Company .hall C&U8e such Restricted
Subsidiary to, and such Restricted Subsidiary shall, no
later than two Business Days prior to such event, undertake
(by documentation satisfactory to the Majority Banks) all
of the obligations of the Ccmpany aDd CHJ under the CNJ
Agreement, whereupon such Restricted Subsidiary sball be
obligated to pay all amounts thereunder in accordance with
the terms thereof or (b) by any securing Party to any
Restricted SUbsidiary tbat is DOt a Securing Party, the
Company sball cause such Restricted Subaidiary to, and such
Restricted Subeidiary sball, no later thaD two Business
Days prior to nch event, (i) UD.dertake (by docu.entation
satisfactory to the Majority ..n .... ) all of the obligations
of a Securing Party under' the Security Agreement and to
create on its revenues and ass.te all of the Liens to be
created by a ·Securing Party· under the Security Agr,eement
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